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JENNIFER PETROLEUMS LTD. 


consolidated balance sheet and 
pro forma consolidated balance sheet 


ASSETS 
CURRENT ASSETS 


LONG-TERM ACCOUNTS RECEIVABLE..... 
PROPERTY AND EQUIPMENT, at cost (note 2) 


Accumulated depletion and depreciation 


Pro Forma 
October 31, 


1983 


(note 7) 
$ ates 
293,741 
2,403 


296,144 


10,809,638 
29,345 


10,780,293 


$11,076,437 


October 31, 


1983 


1,616,723 
29,345 


15875378 


$1,644,851 


October 31, 
1982 


S. 29,319 
81,346 
1,445 


TI 
31,041 


1,549,683 
21,907, 


V5 276 


$ 1,670,927 


Pro Forma 
October 31, October 31, October 31, 


LIABILITIES piel IRO ey pay USS, ea 
CURRENT LIABILITIES (note 7) 
Pm @INCOOICCheSS.. .Naka.d hos ead cbeas dace t. 5 7°261,958 5 == db  — 
Accounts payable and accrued liabilities .......... 633,725 27,196 54,132 
Corooratetaxes, Payable oN cee eee ee 631,299 13,659 15,879 
Current maturities on long-term debt.............. 866,660 — ~- 
2,393,242 40,855 70,011 


LONG-TERM DEBT (note 3) 


Reducing demand production bank loan .......... 5,200,000 — — 
Be Oc IMUMeS MO AVADICN GA hwa sce ary oes ok «mde des 1,304,000 — — 
6,504,000 _ — 
Less current maturities included in current liabilities . 866,660 —- -— 
5,637,340 — — 


PREPAYMENTS AND ADVANCES UNDER 
Gio opteo CONTRACTS... cess ee ves e eee 1,462,529 20,670 — 


SHAREHOLDERS’ EQUITY | 
PNET a SHTOLSL GSA ee 1,618,775 1,618,775 1,618,775 
BYERICM cs fee eee ene (35,449) (35,449) (17,859) 


1,583,326 1,583,326 1,600,916 
$11,076,487 $1,644,851 ny TS AOS P27 


SUBSEQUENT EVENT AND CONTINGENT LIABILITY (note 7) 


Approved by the Board 


YE 


Aa 


“Z3asse LY , Director 3 = ne ie , Director 


JENNIFER PETROLEUMS LTD. 


consolidated statement of 
earnings and deficit 


Year Ended October 31, 1983 


1983 1982 


Revenue 
Oil and Gas SAIS 5... ek nee Pee ee rc eer > 7/,089  $1325168 
Talis) (2): en ernment Mar arm en ied Bi occa 4 SoS Soc Ra Ole loo Slizo 
78,404 137,306 
Expenses 
PROGUCTION eeied esa aati eau Sco hemnoeRee ee eee ore Ry ee en ae 29,685 34,991 
General and Administrative’. cccue, 5 ak see me cone tet te ee eee rae en 50,746 44,929 
NOn-productive MINING OMS MY se ayeercetcey nee neater ae 8,125 — 
Depletion and GCepreciation. ys .4h oe oe eee 7,438 12,889 
95,994 92,809 
Earnings (loss) before income taxes ar... %,sc7- erent alee agen rare ee (17,590) 44,497 
Deferred income taxes: s .:.2c-0&:h scene eee ae er _ 23,673 
NET EARNINGS (LOSS): «22 05 Seaport ee ee eg (17,590) 20,824 
DEFICIT AT BEGINNING OR YEAR ig ea: 9 ser ce eee eae (17,859) (38,683) 
DEFICIT. AT END OF YEAR sce ceccsic cee ce cues ee en $(35,449) $(17,859) 
EARNINGS: (LOSS) PER SHARES seam ca ricis titer $(0.01) $0.01 


JENNIFER PETROLEUMS LTD. 


consolidated statement of 
changes in financial position 


Year Ended October 31, 1983 


1983 1982 
WORKING CAPITAL DERIVED FROM 
‘OOS ELIBTING Jes, 6 ae ae ier i oe ee eC ns Ei ie rra e $ — $9 26:345 


Bong tcnmraccoumts receivables. fic) Cesc ics cease vegas t neeeun sans 31,041 —— 
Prepayments and advances under gas sales contracts................. 20,670 — 
Issue of capital stock for. cash, net of issue costs ..................005. —— 240,183 


SIGH 266,528 


WORKING CAPITAL APPLIED TO 
CeO GMS ee ee en ry Sok eevee os ae Ae Om MORE TR Ee PA OPA — 
BOGIONS1O OLODeIly anGgrequipMent) ..... 6 San vac ces teens Sa ewes Loos 238,848 


(SY 238,848 


hiege oe (DECREASE) IN WORKING CAPITAL 2.00 ...0. 00202. 24s ceases (25,481) 27,680 
Pe miGING eA AL AL BEGINNING. OF VEAB. «242 becstis sakes Sats ae a eee 42,099 14,419 
OR MN eo ArlA Al ENBIOR YEAR 220s cow i ns tow tenant «swe Gos ote $16,618 $$ 42,099 


JENNIFER PETROLEUMS LID. 


notes to consolidated 
financial statements 


Year ended October 31, 1983 


1. Significant Accounting Policies 
(a) Consolidation 


The consolidated financial statements include the accounts of Jennifer Petroleums Ltd. and its 
wholly-owned subsidiary companies, Jennifer Petroleums Inc. and Jennifer Petroleums PA, Inc. 


(b) Petroleum and Natural Gas Operations 


The Company follows the full cost method of accounting for petroleum and natural gas operations 
whereby all costs of exploring for and developing petroleum and natural gas reserves are capitalized. 
Costs include land acquisition costs, geological and geophysical costs, carrying charges on non- 
producing property, costs of drilling both productive and non-productive wells, and related overhead 
costs. Such costs, net of proceeds on minor disposals of property, are accumulated and depleted on 
a country by country basis using the unit of production method based upon estimated proven 
petroleum and natural gas reserves as determined by independent consulting engineers. 


Depreciation of petroleum and natural gas production equipment and related facilities is provided 
using the unit of production method based on estimated proven reserves. 

Substantially all of the Company’s petroleum and natural gas exploration, development and produc- 
tion activities are conducted jointly with others. These consolidated financial statements reflect only 
the Company’s proportionate interest in such activities. 


am 
@) 


Foreign Currency Translation 


Transactions and balances of the Company which are denominated in currencies other than Cana- 
dian dollars are translated into Canadian dollars on the following basis: 


i) Current assets and current liabilities at the rate of exchange as at the balance sheet date; 


ii) allother assets and liabilities, and depletion and depreciation, at rates prevailing when the assets 
were acquired or the liabilities incurred; 


lil) revenue and expenses, except depletion and depreciation, at the average rate in effect during the 
period. 


Gains or losses resulting from such translation practices are reflected in earnings. 


2. Property and Equipment 


October 31, 
October 31, 1983 1982 
Accumulated 
Depletion 
and 
Cost Depreciation Net Net 
Petroleum leases and rights including 
exploration, development and | 
equipment thereon ee see eee $1,614,026 $28,505 $1,585,521 $1,527,034 
Other property and equipment ............ 2,697 840 hasisyg: 742 


$1,616,723 $29,345 $1,587,378  .$1,527,776 


3. Long-term Debt 


(a) 


Reducing Demand Production Bank Loan 


The $5,200,000 reducing demand production bank loan bears interest at prime+1%4% and is 
repayable out of future production proceeds over five years. Minimum payments on the loan are 
$86,666 monthly plus interest. 


Debentures Payable 


In November 1983, subsequent to the capital stock reorganization described in note 4(a), the 
Company offered to its Class B common shareholders rights to purchase floating rate convertible 
redeemable debentures maturing December 31, 1988. The offer was fully subscribed and proceeds 
of the offering were $1,304,000. The debentures bear interest at a floating rate equal to the prime rate 
charged by the Royal Bank of Canada and are convertible into Class A subordinate voting shares 
from date of issue to December 31, 1988 at a price of $0.25 per Class A subordinate share. 


4. Capital Stock 


(a) 


Authorized 


At October 31, 1983 the authorized share capital of the Company consisted of 10,000,000 common 
shares without par value. 


In November 1983 the authorized share capital was changed to an unlimited number of Class A 
subordinate voting shares without nominal or par value (each holder of a Class A subordinate voting 
share being entitled to one vote for each such share held) and an unlimited number of Class B 
common shares without nominal or par value (each holder of a Class B common share being entitled 
to 25 votes for each such share held). In the event that an offer to purchase Class B common shares is 
made to all holders of Class B common shares and accepted by more than 50% of such shareholders 
and an offer to purchase Class A subordinate voting shares on the same terms and conditions is not 
made, each holder of a Class B share shall, from the date when such shares are taken up pursuant to 
the terms of the offer, only be entitled to one vote for each such share held. 


In November 1983 every two of the previously issued and outstanding 3,260,000 common shares 
were converted into one Class A subordinate voting share and one Class B common share. 
Issued 

Changes in the issued capital stock for the two years ended October 31, 1983 are as follows: 


Number of Carrying 
Shares Value 
Balance eiiOclowe pote VG sag qe ks ea heips chsec ck hie aan aos sen wares 2,660,000 $1,354,919 
For cash pursuant to public offering, net of share issue costs and 
commissions of $89,817 and related 
GETEHE RCNA GreCUCtIONORS2SO7S... wet tai dene re dad bans 600,000 263,856 
Balance at. October 31) 1982 and'October 31,1983 .... 2.4. 5..6.«: 3,260,000 SisOVS. 075 


Common Shares Reserved 

As at October 31, 1983, 325,000 common shares were reserved for issue on exercise of outstanding 
share options granted to directors and officers. The share options have an exercise price of $0.15 per 
share and expire September 19, 1986. 

In November 1983, subsequent to the issue of floating rate convertible redeemable debentures (see 
note 3(b)), 5,216,000 Class A subordinate voting shares were reserved to be issued on the conversion 
of such debentures. 


5. Income Taxes 


As a result of the acquisition in 1979 of certain petroleum and natural gas properties in exchange for 
capital stock of the Company in accordance with certain provisions of the Income Tax Act, no deductions 


are available for income tax purposes for $505,000 of property and equipment reflected in the consoli- 
dated balance sheet. 

At October 31, 1983 the Company had losses of $731,000 available to be applied against future income 
otherwise taxable. The deductibility of such losses begins to expire in 1986. Costs included in property 
and equipment exceed by $525,000 the related amounts deductible for tax purposes. The net potential 
tax benefit of the foregoing has not been recognized in the consolidated financial statements. 


. Segmented Information 

The Company operates in one industry; the acquisition, exploration and development of petroleum and 
natural gas properties and the sale of production from such properties. Prior to the acquisition of 212634 
Oil & Gas Ltd. (see note 7) these operations were all located in the United States. The operations of 212634 
Oil & Gas Ltd. are all located in Canada. 


. Subsequent Event and Contingent Liability 

The pro forma consolidated balance sheet gives effect as at October 31, 1983 to the acquisition of 212634 
Oil & Gas Ltd. outlined below and the related transactions described in note 3. 

Effective November 1983, the Company acquired all the issued and outstanding shares of 212634 Oil & 
Gas a private corporation with assets in Western Canada. The net assets acquired and values assigned 
thereto are as follows: 


Net Book Adjustment to Cash 
Value Fair Value Consideration 
Property anc CQuloment 2.) 2) ene ey eens $6,259,179 $2,933,736 S:0,192 R65 
Working Capitaltdeficiency xen saeere eer aae re ee (16) 132) — (816,132) 
Long-term, debt. eis ieee ce ene (4,333,340) — (4,333,340) 
Prepayments and advances under gas sales contracts (1,441,859) — (1,441,859) 
Deferred income taxesS.< eee ae ere (1,339,000) 1,339,000 — 
(7.480'88) 1,339,000 (6,091 331) 
Netasséts acquited. 2-32. .cbueet se ee ere S(1171,152) $4,272,736) “Ses Oiesee 


Under the terms of the purchase of 212634 Oil & Gas, the Company agreed to pay to the vendor further 
amounts contingent upon the realization of such amounts by 212634 Oil & Gas on account of the Alberta 
royalty tax credit receivable by 212634 Oil & Gas. The contingent consideration and the offsetting potential 
receivable are not reflected above. 


In December 1983, a civil action was commenced by federal and provincial taxing authorities against 
212634 Oil & Gas and 23 other corporations and individuals alleging conspiracy during 1979, 1980 and 
1981 to receive from the province of Alberta royalty tax credit amounts in excess of the maximum amounts 
permitted for any corporation or group of associated corporations. Joint and several damages for 
conspiracy in the amount of $10 million are claimed of those named in the action or in the alternative a 
judgement against 212634 Oil & Gas in the amount of $898,485. The Company’s solicitors are of the 
opinion that the claim, if successful, would be confined to the $898,485 as against 212634 Oil & Gas. 
Statements of Defense are being prepared. The potential receivable offsetting contingent consideration 
referred to above has been withheld by the province of Alberta and accordingly an additional liability 
should not result. 


Revenue Canada, Taxation has disallowed certain costs claimed as deductions from taxable income by 
212634 Oil & Gas. Although the additional taxes aggregating $140,000 arising from the reassessments 
are reflected in the above summary of net assets, Notices of Objection are being prepared. 


. Statutory Information 


Remuneration paid and payable for the year ended October 31, 1983 to directors and senior officers (as 
defined by the Companies Act (Alberta) to include the five highest paid employees) was $36,000. 
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